virtually the same service, almost $5.00 above the Cablevision
rate. Similarly, in Negaunee, Michigan, the privately-owned system
raised prices significantly after reaching a litigation settlement
with the City. Nonetheless, the data are instructive. The rate
per " channel was between $0.26 - .30 in two communities =--
Paragould, Arkansas and Glasgow, Kentucky -- where there is active
competition. The majority of competing systems charged $0.35 or
less per channel. Taking this into account and discounting systems
where competition does not appear to be active suggests that a
reasonable rate might be approximately $0.26 - .35 per channel.

3. An examinatjon of rates for municipal systems. Municipal
systems typically price services in one of two ways: first, to keep
rates as low as possible while covering costs and returning a
relatively lower amount to the general fund; or second, to match
rates charged by private systems, and to return the excess profits
to the community. For such systems, the per channel rate may
actually be closer to industry norms than competitive prices.
Smith & Katz surveyed nine municipal channels and found that the
rates . they charged varied from $0.26 -.76 per channel. Given the
limited data, these figures may be more useful as a check on the
forgoing than anything else.

4. Other jindjcators. A U.S. Department of Justice study
estimated that 45-50 per cent of all rate increases since 1984 were
attributable to the market power of cable operators. Average cable
rates are now in the $18-$22 range; they were approximately $9.00

in 1984. 1If the Department of Justice is correct, rates for basic



and expanded basic service should total $13.50-$15.50 ($0.21 -
$0.37 per channel for a 48-channel service). That conclusion is
consistent with Smith & Katz, App. B. Exhibit B-7, estimating that
on average consumers are entitled to 30 per cent reductions in
rateés, 40-55 per cent in most communities. See also Exh. B-1
(comparing indexed changes in pay and basic cable rates):; Exh. B-4
(estimating a 28% - 49% monopoly rate component based on an

examination of intangible values).

Conclusion. The data, properly applied, points in one
direction: rates for basic and for expanded basic are too high -~
substantially too high. There are very good policy reasons to set
the rate toward a $0.21 per channel rate, to maximize elimination
of monopoly profits. However, considering the high and low ranges
described above, the Commission should rule that a community'may
require operators to charge no more than $0.32 per channel for
basic service, and rule that a rate for expanded basic exceeding
$0.32 per channel, or a combined rate for basic and expanded basic
of more than $0.32 per channel, would be considered presumptively
unreasonable, were a complaint to be filed with the Commission.
This leaves rates for private cable systems well-above rates for
municipalities and in the most competitive cable markets, and well
within range of rates calculated on a cost basis.

The Commission can reach this result consistent with its
obligations under the Cable Act. The general conclusion, that
rates are too high, accords with the conclusion of Congress. More

specifically, the recommended rate is based on a direct or implicit



consideration of factors that the Commission must consider in
determining whether an expanded basic rate is unreasonable.? As
applied to the basic rate component, the number almost certainly
overestimates the nominal cost of providing basic, partiéularly
considering that basic programming costs may be guite low, but
under the Coalition's proposal the locality could, after hearing,
reduce the basic rate to more clearly reflect competitive levels in
light of the services actually offered. In the meantime, adopting
the rate should afford almost all consumers an opportunity for

immediate rate relief.

2 The analysis considered the rates charged by systems,
less the identifiable monopoly component; historical changes in
rates, as analyzed in relation to pay rates and growth in
intangible system values by Smith & Katz; rates for systems facing
competition; basic and expanded basic rates as a whole for the
system; and costs and revenues. To the extent other matters are
not considered with respect to expanded basic rates ~- the cost for
equipment, for example -~ they could be considered at the time a
complaint is filed, as necessary.
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CABLE TV T TTReCOUNT NUMBER
MONTGOMERY AR
FOR-" SRl
12/07 BEGINNING BALANCE  49.31
12/21 PAYMENT 49.31~
12/31 CONV. DEP, REFUND  §.00-
1/08- 2/07 MONTHLY SERVICE  48.30
1/08- 2/07 FRANCHISE FEE 5z  2.42
1/08~ 207 LOCAL PROGRAM

E 1.5 .72
1,07 AMOUNT bUE 46.44

JAN 08 THRU FEB 07, 1993

" HILLED FROM  BILLED TO DATEDUE | | prasenti®lie®

1708795 2/07/93 01/22/93!!12/31/92]

FOR DETAILED INFORMATION SEE BACK OF BILL

ACCOUNT @ INVOICE DATE
1707793

'CURRENT |PAST DUE |PLEASE PAY|DUE DATE
a6.q6] . .00] |

46,44

1722793

TUNE IN TO LIFETIME QN SUNDAY,
JANVARY 17 AT 8PM EST AND WATCH
CABLE'S BEST. THE 141H ANNUAL
CABLEACE AWARDS SPECJ]AL WILL BE
TELEVISED LIVE FROM THE PANTAGES
THEATRE IN HOLLYWOOD.






ERNEST £ HOLLINGS, SOUTH CAROUNA. CHAIRMAN

DAMEL K. IIOUYL RawAR JOWN €. DANFORTH, MISSOUR
WENDILL 1. FORD. KANTUCKY $08 PACKWOOO, OREGON
4. JANES TION, MBAASIA LAY PRESSLER. SOUTN DAXOTA
AL G0N, TRWISSEE TED STEVENS. ALASKA
JONN D, m‘:a]-ll W, WEST VIRGINIA ACBERT W. XASTEN, JA, WISCONSIN .
G S AN SLADK GORTON WASHINGTON %“ltzd 5 tatzs 5 mgtz
0 H. SAYAN, NEVADA TASNT LOTT, MISSISSIPM
£1 3. %080, viGma A COMMITTEE ON COMMERCE, SCIENCE,
KEVIN G. CURTIN, CHIEF COUNSEL AND STAFF DIAECTOR . AND TMNSPORTAT‘ON

JONATHAN CHAMBERS. AIPUBLICAN STAFF DIRECTOR
WASHINGTON, DC 20510-6125

December 9, 1992'

The Honorable Alfred C. Sikes G )
Chairman Y -
Federal Communications Commission ‘ . C
1919 M Street, N.W. L3 e
Washington, D.C. 20554 w0 4IRS

'daizN
LY

Dear Al:

The Cable Television Consumer Protection and Competition
Act of 1992, which became law on October 5, 1992, has as its
primary goal the protection of consumers against unreasonable
cable rates. In what appears to be an attempt to evade the
law, many cable companies are raising rates before the FCC's
rate regulations are in place. Some cable operators have
even asserted that their rate increases are a result of the
Cab'’e 2Act.

Those assertions are false. Nothing in the Act requires
rate increases. To the contrary, the Act gives the FCC and
local governments new authority to regulate rates.

The FCC also has authority under the Cable Act to order
rate rollbacks and to take action to prevent cable operators
from evading the rate regulation provisions of the law. We
are writing to you to underscore that the FCC's enforcement
of the law must protect consumers against unreasonable rates.
We urge you to pay particular attention to those cable
operators who rush through rate increases in anticipation of
rate regulation.

Sincerely,

’:::2hn-1$5:tl‘/t
en. John C. Danforth
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Dear Subscriber.

Cab. V¥ Montgomery (CTM) has been working hard 1o

bring residents of Momgomery Coumy the best possible

Cabla television sarvios. Let us share with you some recent

significant enhancements. ’

* ‘The Science Fiction Charnnel, which feawres the best
of scienca fiction, fantasy, classic hotror, and sclence
mw,z&m'day.wasaddedbm
progrem fine-up in September.

* Digital Music Express (DMX), intraduced in Novemnber,
is an optional ravoluhgnaty new audlo service. tha?
connects to your home siereo. DMX provides 3¢

1 charme’s of pue CO ouaity rusic al gay and
without commercials cr D.J.s. A hand he'd remote
coatroi, which s inclkuced 'mth the sersice, identiies each
rissical selectior, the ait's®. and the glbuym.

« Encore. 2n optional service featuring uncut and
, commem-.nemesﬁommesm 705. and 80s

“ NN premieted in June.

+ Great Yatue Packages were introduced in Juns,
new money saving prices for popular premiam
services.

+ WIGN Televlslon featuring Michael Jordan and the

Bulls, the Chicago Cubs, the White Sox, and

many classic movies and sitcoms was offered o
customers in January.

. %megrcm.aboaddedhhmaty,teat\nsz-t
satire, and specials all created o make you laugh.

* Great Value Coupons. which were first sent 10 yov in
October, wil amive periodicafly with your statement.
These valuable disoount are exdusive 1o CTM
cable customers and pravide you with tenffic savings at
wonderful metro area retailers.

e o et et o .o e T e T

thasﬂsowenermddm\gesnlseoﬂo?-mv
your cable service. In January, 1983, CTM wil ‘akdng
some adjusiments 10 its pricing schedule and policies.

So that we may better serve our cusiomers, beginaning
January, 1993, CTM will begin refunding the converter
deposu’tcoaededatmemdmmmm
deposit, $25 for each converter In your home, wiff be
returned 10 you over the next twelve months as a $2.50 per
moanth billing credit on your January and February
Ww-nwmmmw

Also, effective with your January, 1993 Nlting, the fuf
service (Basic, Limied, Prelerred), 10 which

will be $26.45° per month. This is an increbse of 32'

However, dus fo the converter depasit refund, i you have af
least one CTH converter depasit, your tofal monthiy
peyment will not change. I you have more £ar cne CT4
converter, he amcurt of your mordhly payrent w& sciuady
cecrease.

The monthiy charges for al other CTM services, such as
our poputar premium channels Jike Home Box Office,
Showtime and Pay-Per-View movies will be maintained at
their curtent leveis. A detail of CTM's prices, as well as the
program channels avaitable on each level of service
provided by CTM, ave included with this announcement.
YotxJamarystatunentmnaumalicanybeaﬁ}us\edto
reflect the changes described,
ft you have any questions at ail, please contact our
Customer Service Representatives at 424-4400, Our
Represeniatives are available to talk with you any timae, day
or night.
mankyouforyourcomwedswscﬁphmiomm We -
consider K a priviiege {0 bring you the finest cable telgvision
sersice and we pledge cur confinuing eflorts to make your
sefvice as enjoyable as possible.
’ ummmauﬁummmm
the 1.5% Jocal govemment acoess Progranwning oo
-~ memammmmmmm
esgiie 107 e deposk refund.



SEPVICE OPTIONS: AT-A-GLANCE . . ;

~BASIC SERVICE - §10.00° | a1
WMAR-2 - WBFF-45 : Mont. Co. Public Schools
WRC4 WFTY-50 . City of Rockville
WTTG-S WGN - Chicago - City of Takoma Park
WJILA-7 The Leaming Channel Mont. Co. Govermment
WUSA-9 ‘ WTBS - Allanta Local Weather Radar
WBAL-11 : +,. C-SPAN Pubiic Schools TV
WJZ-13 <% WAW (Univision) Univ. of Md.-College Park
WDCA-20 The Montgomery Channel Univ. of Md.-Univ. College
WMPT-22 Montgomery College The Qoer Channel
WETA-26 inmernational Channel NewsChanne! 8
WHMM-32 : Basic Service...510.00°
LIMITED SERVICE - §13.45*
Sci-Fi Channel BET Lifetime
Cartoon Network CNBC The interfaith Channel
MTV E! Entertainment Television The Leamning Channel
The Family Channel Court TV C-SPANII
The Discovery Channel QVC (shopping) Cable Pius Preview
Arts & Entertainment The Nashville Network ‘ OO
Headine News Catle Piue pay per-iow
Nickelodeon . The Weather Channel accessibility
4 | Basic and Limited Service...$23.45*
PREFERRED SERVICE - $3.00° '
~ ESPN ) Cable News Network TNT . . .
* USA Network - o " American Mowe Classics Comedy Central -~ " - .. .

o et e e Basu:, Limited, and Preferred Sewice...$26.45" 4
( NOTE. There isa 525' change of service charge for exisling cusiomers. ] 2
You must have Basic Servica © receive Limied!; you must have Basic and Limited 10 reneive Prelored.

B e e N



service Se’ecfions i ————

4 >y
B Price * Schedule R (- V~LUE PACKAGE." B
. Effective January 1993 . . Value Package 1 .. .
Service fevels Honth% Price OPTION 1: Preferred Service with one Blockbuster Premiun Channel up to $37.40
Basic C 10.00 OPTION 2: Build a GreatValue Package by adding Bonus Pmmmms
l';lmit.d mﬁm’u $13.45 Encore and TMC for only $6.95 saa
referred Service $.3.00
Prators N ot N'h, . $:202 sG;;egaﬂtpl/glgge Package monthly price $44.35
Service {evel Cumulative Totals
Basic v stive Totale $10.00 Value Package 2
Basic mm S23.45 OPTION 1: Preferred Service with M Blockbuster Premisms Channels $46.35
Basic, Limited, and Prefermed $26.45 e e
phisiasRuviash OPﬂONZBdk!aGmatValuePacﬁagebyaddimetmms
Bloc w‘“f’c':"‘"'“ 5 "+ | Encore and TMC for only $3.95
oo $10.95 " | GreatValue Package monthiy price $50.30
Ckwn@rx :18,95 Save up to $14.95
Home Team Sports .95 Value Package 3**
The Dicney Channel - 3 995 OPTION 1: Premmsmmumatmpmm $56.30
Bravo S 985 Free Remoata Control or Additional Outiet .
Bonus Premium Services {when HBO is inciuded In package)
The Movie Channel $995 2: Bulld & GrealVake Fackage by adding Bonus Premiums
Encore $ 6.95 Encore and TMC for only +3$2.95
S s Morahiy Peice GreatVaiue Package monthly price $59.25
Pay-Per-View Movies $4.95-$ 5.95 Save up to
flemote Control S 495 Value Package 4 -
Extra Outiet $ 595 OPTION 1: Preferred Secrvice with four Blockbuster Premium Channels $66.25
Exira Oullet on Basic Service $ 395 Free RmteCmtrolandAdomeulot . : :
Convertar rental for $ 1.00 {when HBO Is Included in p
Basic anly customars? OPTION 2: BoidaGmawnm&dngobyaddhgsmanmm
Monthly Guide $ .5 Encore anc TMC for only
%cguwgmm____m GreatValue Package monthly price $69.20
';mtch at txne of install s‘t X Sawve up to $26.85
Late it Charge 395 memmbwm@w&s half price! -
Adding Sewvice $ 995
Standard New install $50.95 \ vammmmesmwles(ormm W
Reconneciion Install $39.95 meumnm&mmmummmmmmmmnmm«m o
LWMM 525.00) %wmmmammmmwmww =
converier required o praaniutn services x
(" To Compute Your Monthiy Service Price: AN oricms are exchusire of ¥ 5% local govemment lranciise f6a snd 1.5% loval Socass toe 2
Subtatal ol services selected S *FREE remate control service andfor addiional outiet service are availabis with HBO and twa or mong Blackbnssier
?’;&acaml Feo(ofsublONF )“W g Premiums; feducing your levet of service will resukt in & monihly cherge for these ema.
- ""3?'“"*'9 ea 1Rate tor existing Basic Service Only customers will remain at $6.95
\JOTAL COST VICE $ 2Gonverter rental charpe not applicabie  existing $6.96 Basic only customen. §
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